FEATU! 


Therefore, it is understand- 
able that the more decora- 
tive element, rather than 
the concept of shape is used. 

The textures used at 
the airport are Joglo shapes 
from Central Java in the 
waiting room, and native 
style roofs (pelana, upside 
down V shapes) with tradi- 
tional decorated columns (of 
steel). This high pelana roof 
was made along the length 
of the terminal. 

A slanted roof line is a 
typical tropical architec- 
ture, aimed at protecting 
the inhabitants of the house 


from the sun and also windy 


SPR RCE OAS ALO SC RCT CHES ERE OR 


(Left) BDNI Office Building. 
Adapted from housing designs in 
Tanah Toraja. (Right) Hotel 
LeMeridien. Pillars with a tradi- 
tional touch. 
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rain. The lowered roof in typical Indo- 
nesian architecture has several mean- 
ings. Besides its aim to protect from 
weather, it was also meant to remind 
people to avoid arrogance, by making 
them bend their heads when entering 
the house. But this tradition has not 
been brought to modern buildings. 

The other model is the analogy 
of function, which is an application of 
the functional aspect of traditional ar- 
chitectural designs used in modern 
buildings, but on a different scale. The 
reason for applying a different scale is 
because modern man has a different 
economic standard than before, and is 
also supported by sophisticated tech- 
nology. Some examples of this use of 
traditional designs used in modern 
buildings are meeting halls, religious 
buildings, etc. 

If one wants to use the tradi- 


tional shapes for modern buildings, it 


will require a lot of 
expense. For ex- 
ample, to build a 
Joglo house build- 
ing shape, which is 
a traditional build- 
ing shape from 
Central Java, for a 
meeting hall, (like 
at the Kartika 
Chandra Hotel and 
Puri Agung Sahid 
Jaya Hotel, both lo- 
cated in Jakarta), 
the use of columns 
as roof supporters 
has to be reduced to 
make a wider and 
more open space. 
Other changes, in- 
cluding wooden 
decorative ele- 


ments in floral 


shapes - symbolizing the 
fertility of Indonesia - on 
columns, walls, or ceil- 
ing, requires extra de- 
signs and expenses. 

The most difficult 
model is the analogy of 
concept, where extra ef- 
forts are needed to ex- 
plore and learn the 
meaning of traditional 
architecture, and then 
apply that knowledge on 
a modern building’s de- 
sign, so the building has 
a “soul”. 


As an example of 


On the campus of the University 
of Indonesia. 


The Joglo traditional shapes 
from central Java are used here. 
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the analogy of concept 
is the BDNI office 
buildings. The shape 
adapted is that of a 
building shape basic 
pattern analogy. The 
design of this tall build- 
ing is directly adapted 


els; a product of modern technology, 
which makes it look real and not just 
an imitation of the past. 

Another example are the build- 
ings at the University of Indonesia at 
Depok, Jawa Barat. The designer ap- 
plied the analogy of concept to this 
building’s design. This kind of analogy 
was hoped to be the origin of Indone- 
sian architecture. 

Based on the research con- 
ducted by Ir. Budi Adelar IAI, an ex- 
pert in Indonesian traditional archi- 
tecture, tribes living in Indonesia have 
a life style which involves living in 
The 


buildings were also based on this cen- 


groups with a central power. 


trum pattern, which is usually applied 


members. The faculty of each depart- 
ment is considered as one tribal group. 

The everyday life of the tradi- 
tional Indonesian community is also 
applied at the office of the university 
head, utilizing natural lighting with 
broad openings for natural airflow. 
For handling the weather, like heavy 
rain and the heat of the sun, there are 
overstocks, which are a well known el- 
ement of tropical architecture. 

By preserving the cultural at- 
tributes of traditional architecture in 
the construction of modern buildings, 
hopefully the “soul” of the Indonesian 
personality can be exposed, and pre- 


served. 


As said by Prof. Dr. Eko 


(Upper Left) Hotel LeMeridien 
Entrance. Featuring a Gupala 
statue. (Lower Right) Entrance of 
the Hotel Kartika Chandra. Witha 
functional Javanese style roof. 


to formal buildings. At the University | Budiharjo, an Indonesian architecture 


of Indonesia, the office of the univer- | expert, “The intervention of practical 


sity head can be considered as a cen- | economic considerations which avoid 


from house design in Toraja, Sulawesi, 


tral building, and the area of the pat- | the context of traditional roots in ar- 


which is narrow below and wide above, 


tern which traditionally functions as a | chitectural design, can be categorized 


and also includes complicated struc- 
The view of the 


building itself is made of precast pan- 
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meeting hall is used for teaching and | as culture raping.” 


tural calculations. 
learning of the academic community 
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THE EFFECT OF PAKMEI 1995 
ON THE PROPERTY BUSINESS 


Anothe 


1 new deregu- 
lation ee _— 
aes 


ward seer ttisin Wr 
line with APEC and 
ASEAN agreements. 


he Deregulation Pack- 
age delivered May 23, 
1995 called PAKMEI 
1995 is not a big bang. 
That’s due to the num- 
ber of markets and 
commodities like sugar, flour and ce- 
ment which are not deregulated. 

Recently, there has been discus- 
sion to the point of tedium on the sub- 
ject of deregulation (deregulation fa- 
tigue) from analysts and the public. 
There is a public perception that the 
government is slow in action and in- 
consistent. Often problems are often 
simplified so that the Government or 
the big companies (conglomerates) are 
seen to be in the wrong position. 

It is important to evaluate 
PakMei 1995 in the context of global 
and regional liberalization. But there 
will also be positive impact from this 
deregulation on all people individu- 
ally. 

The PAKMEI package is divided 
into 5 parts : Tariffs for Entry Duty 
and tariffs for Additional Entry Duty; 
import procedures; Export processing 
zones/bounded zones (EPTE/KB); in- 


Mari Pangestu, author of 
this article. 


vestments; and licenses and business 
restructuring. Those parts that have a 
strong connection with trade have 
been given more attention. This pack- 
age continues the trend of trade liber- 
alization that has not seen such action 
since 1991. In 1995 Indonesia has an 
economic need to improve trade, and 
also show some commitment to free 
trade in the context of GATT/WTO, 
ASEAN/AFTA and APEC. 

PAKME1 is a substantive deregu- 
lation package focusing on trade. It re- 
duces tariffs on 6,030 items - 64% of 
the total 9,408, on a declining schedule 
for the next 8 years. Tariffs will be re- 
duced significantly, to an average of 
15% today, compared with 20% before 
Pakmei and 27% in 1986. 

The average nominal tariff will 
drop to 7% in 2003. From the 3,308 
tariff items not included in the deregu- 
lation, 983 consist of duty free prod- 
ucts and 2,073 have tariffs of 5% or 
less. 


With a schedule of declining tar- 
iffs, PAKMEI 1995 describes a 
planned and guided liberalization pro- 
gram. Tariffs currently at 10-35% will 
go down to 5% and items with a tariff 
of 40% will immediately go down to 
30%. 

According to the schedule, prod- 
ucts that have a tariff of 20% or less 
before deregulation will have an entry 
duty tariff from between 0-5% by the 
year 2000. Meanwhile, products that 
have tariff of more than 20% before de- 
regulation will decline to 20% or less 
in 1998 and drop to 0-10% in 2003. In 
2003, most tariff items will have maxi- 
mum tariff rate of 10%, the remainder 
will be in the range of 0-5%. 

In this article, | do not want to 
analyze the effects of this expansive 
decline in trade tariffs. I will look at 
the investment part of the deregula- 
tion package and its effect on the prop- 
erty business. 

In Pakmei 1995, there are some 
changes in the Investment Negative 
List (DNI 1995) - the Government list 
of protected sectors. It removes 10 sec- 
tors from the list, including the auto- 
motive and advertising sectors, and 
adds five to the list. for a total of 34 
protected sectors. The changes were 
done in accord with PP20/1994, the 
last big deregulation package. PP20/ 
1994 opened many previously closed 
sectors to 100% foreign ownership, 
and allowed foreigners to have joint 
ownership in other, protected sectors. 

There are 7 sectors, important to 
the people of Indonesia, that were 
opened for 95% foreign owned joint 
ventures by PP20/1994: shipping, air- 
lines, public rail, mass media, tele- | 
communications, ports, electricity, | 
drinking water, and atomic power gen- | 
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eration. 

As far as PakMei 23 goes, there 
are changes that have impact indi- 
rectly on the property business. Some 
improvements in the operation of 
EPTE (zones designated for producing 
exports) and PPKB (Companies oper- 
ating in bounded zones) are instituted, 
in order to attract foreigners (espe- 
cially Japan) to invest in and make 
factories in Indonesia. This could in- 
crease the development of industrial 
estates in such zones. 

Export oriented companies lo- 
cated in EPTE, and PPKB companies 
are allowed to sell 25% of their prod- 
ucts to the domestic market. Based on 
the big potential of Indonesia’s domes- 


a 


on the sale of a TV by a EPTE 
manufacturer, the entry duty calcula- 
tion is not on the TV but on the com- 
ponents. This makes the duty much 
less. 

The procedure of pre-shipment is 
also improved. The improvements for 
EPTE/PPKB are guided to provide in- 
centive for electronic industries and a 
second wave of industry relocation 
from Japan. The hope is that the relo- 
cation comes from final product 
producers and parts & component 
companies that will be motivated to 
invest in Indonesia. These changes in 
regulations for ETPE/PPKB are cer- 
tain to increase investment in export 
oriented industries here. 


looked to Southeast Asian countries, 
mainly Indonesia, as places to locate. 
The timing of the PakMei 95 package 
works nicely with these other factors 
to push Japanese investment here. 
The friendly climate for investment 
here is similar with the situation in 
1986 and 1987. 

The relocation from Japan in ex- 
port oriented industry and the trade 
effects of the decline in tariffs will 
cause a positive impact on the Indone- 
sian economy immediately. Hopefully 
this will help keep the Indonesian in- 
flation rate under double digits this 
year. 

Also, PakMei 95 provides a clear 
program for next 8 years for most sec- 
tors in Indonesia, an invaluable help 
in a future where Indonesia must com- 
pete with other countries in the global 
market. 

Unfortunately, there are still 
products that haven’t been deregu- 
lated, like cement. Cement has a large 
influence on the property business, 
and recent price hikes have had a 
negative affect. In Pakmei 1995, the 
cement industry is not addressed. 
There is no relief from this problem in 
existing regulation. There is debate as 
to whether cement prices should be 
controlled by the Government. 

If cement prices are unregulated, 
then cement prices are under the in- 
fluence of monopolies. Collusion by 
producers could cause an even greater 
increase in prices. The larger problem 
is the behavior of businesses in such 


Preparing items for export. 
PakMei couldcause an increased 
demand for industrial estates 


tic market, this is a big incentive for 
direct exporters. But, in the main less 
incentive will be given to indirect ex- 
porters, because they do not export 
their products directly, but sell them 
to producers-exporters. 

The method of calculating entry 
duty on products to be sold to the do- 
mestic market from PPKB companies, 
and companies located in EPTH, will 
be based on the entry duty of compo- 
nents, not final products. For instance, 


Relocation and opening new 
factories in Indonesia is increasing 
now. One factor influencing relocation 
to Indonesia is Yendaka (the apprecia- 
tion of yen against dollars). Besides, 
there is uncertainty about investment 
in China because of the political situa- 
tion there. Also, the Peoples’ Republic 
of China has recently attracted so 
much foreign investment, some eco- 
nomic overheating has been seen. 
Therefore, investors from Japan have 
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industries. In the end, the Govern- 
ment must still control prices to re- 
duce the problem of cement price fluc- 
tuations. 

The overall goal of the Govern- 
ment, in line with PakMei, is to in- 
crease Indonesian businesses’ effi- 
ciency and ability to compete in the 
global market. 
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STATISTICS: 


The Good, The Bad, and The Ugly 


tatistical informa- 
tion, and the implica- 
tions derived from 
statistical studies, 
occasionally hurts a 
country’s prestige by 
presenting a negative 
picture. Here is an 


ugly example: Statistics suggest — ac- | 


cording to Transparency Interna- 
tional, a Berlin-based independent re- 


search institution — that corruption | 


in Indonesia is the worst in the world. 
As Asia’s largest debtor (US$ 100 bil- 
lion), the country’s Debt Service Ratio, 
or the portion of export revenues that 
should be paid for interest on the debt, 
is now at 30 percent, well above the 
“psychological limit” of 25 percent. The 
World Bank, a major donor to Indone- 
sia, recently showed concern over the 
continued existence of domestic mo- 
nopolies and cartels in the economy. 
For example, Indofood Sukses 
Makmur, the consumer food flagship 
of tycoon Liem Sioe Liong, controls 
nearly 90 percent of the domestic in- 
stant noodle market. 

Need to find some more bad sto- 
ries? Indonesian university graduates 


would easily report bad news, as more 
than half a million of them could not 
find jobs in 1991-1992. Even though 
the unemployment rate is only 2.64 
percent, underemployment — those 
who are employed less than 35 hours a 
week — is estimated to account for 40 
percent of Indonesia’s 72.4 million 
work-force. 

Yet, there are good statistics, as 
well. For all the problems and neglect, 
real progress has been achieved in In- 
donesia. The New Order has trans- 
formed the nation, which in the 1960s 
was in a state of near economic bank- 
ruptcy, into a totally different nation 
— ranking as an incipient Newly In- 
dustrialized Country. A steady 
growth rate of 6 percent in GDP over 
the last 25 years — equal to that of 
South Korea — is an unprecedented 
economic development record, espe- 
cially as the population growth rate 
declined from 2.3 percent to 1.7 per- 
cent over the same period. 

There are still more good statis- 
tics. “For the ordinary Indonesian 
with time to pause and reflect, the 
New Order of Indonesia has done 
much good for the country,” wrote 
Michael Vatikiotis 
in Indonesian Poli- 
tics Under Suharto 
(London, New York: 
Routledge, 1993). 
The fact that the av- 
erage income of In- 
donesians has in- 
creased more than 
10 times since 1965 
is hard to find fault 
with. The average 
income of Indone- 
sian in 1994 is US$ 
884, whereas in the 


Average income for Indonesian 
workers has increased ten-fold 
since 1965. 


1960s it was only US$ 60. These sta- 
tistics directly translate to more good 
statistics. Poverty has declined in ab- 
solute terms from about 60 percent of 
the population in 1969 to 13 percent 
in 1993. The average life expectancy of 
Indonesians is also improved, from 
45.7 in 1967 to 62.7 in 1994. In the 
1960s, only 4 out of every 10 children 
aged 7 to 12 went to elementary 
school, while today nearly all of them 
go to school. During the same period, 
the illiteracy rate went down from 39 
percent to 14 percent. 

The New Order has also industri- 
alized and restructured the economy. 
The country’s major economic base has 
gradually moved from the primary 
sector (agriculture) to secondary and 
tertiary sectors (industry, trade, and 
services). During the period 1960- 
1991, the contribution of the agricul- 
tural sector to GDP dropped from 54 
percent to only 19.1 percent, while 
manufacturing industries’ contribu- 
tion to GDP jumped from 8.4 percent 
to 21.3 percent. The contribution of 
trade and other service industries to 
GDP increased from 32 percent to 45.6 
percent during the same period. 
Meanwhile, reliance on oil has gradu- 
ally lessened, as the contribution of 
the oil and gas sector to GDP de- 
creased from 24 percent to 10.8 per- 
cent during the 1981-1993 period. 

A look at statistics shows that In- 
donesia has so far been successful in 
stimulating non-oil exports. Even 
though oil and liquid natural gas still 
account for nearly 40 percent of export 
earnings, non-oil exports have gradu- 
ally become major sources of foreign 
exchange. The share of non-oil exports 
as a percentage of total exports in- 
creased from 30 percent to around 50 
percent in the period 1978-19938. 
Nearly two-thirds of these non-oil ex- 
port revenues come from manufactur- 
ing products, as currently more than 
4000 products — ranging from gar- 
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ments to passenger airplanes — pen- 
etrate the international market. The 
growth of non-oil and gas exports have 
permitted an expansion of the trade 
surplus by almost 75 percent. 


THEY KEEP | 
COMING TO INVEST 


Private domestic investment has 
played a significant role in the Indone- 
sian economy since the early years of 
the New Order era. In 1969, domestic 
investment involved only 26 projects 
with a value of only Rp 38 billion. By 
1994, approved domestic investments 


projects totaled over 5000, with an es- 
timated cumulative value of Rp 55.074 
billion. Around 3,500 of these projects 
are in manufacturing industry (e.g., 
paper and pulp industry, chemical in- 
dustry, and textile industry), contrib- 
uting nearly 70 percent of the total do- 
mestic investment. The second largest 
domestic investment is in services in- 
dustry sector, especially in hotels and 
transportation (16.5 percent), followed 


by investment in agriculture (16.52 


per cent). 

Statistics show the good news 
that Indonesia has attracted massive 
influxes of foreign investment as well. 
Despite all the problems and inconsis- 


tencies in the Indonesian economy, 
foreign entities keep coming to invest. 
Indonesia has attracted massive in- 
fluxes of foreign investment, and the 
volume of foreign investment has 
steadily increased. There were only 12 
foreign investment projects in 1967. 
Today, there are 1,603 foreign invest- 
ment projects with total value of US$ 


24.8 billion. Like domestic invest- 


ments, the largest foreign investments 
are in the manufacturing industry, in- 
volving 1005 projects with a cumula- 
tive value of US$ 15.2 billion. The sec- 
ond largest foreign investment sector 
is in mining (82 projects valued at US$ 
4.3 billion), followed by investment in 


Non-oil exports are increasing 
yearly inIndonesia. 


the services in- 
dustry (375 
projects valued at US$ 4.3 billion). 
During the period from 1967- 
1993, Japan was the biggest foreign 
investor in Indonesia, with cumulative 
investments valued at nearly US$ 
16.34 billion (excluding investment in 
oil and the mining sector). The United 
States was second with a cumulative 


lowed by Hong Kong (US$ 6. 

81 billion), the United Kingdom 
(US$ 6.38 billion), the Netherlands 
(US$.5.99 billion), Singapore (US$ 
5.53 billion), Taiwan (US$ 4.25 bil- 
lion), South Korea (US$ 3.71 billion), 


Germany (US$ 1.96 billion), and Aus- 
tralia (US$ 1.86 billion). 


"MOVING TOWARDS 
LIBERALIZATION 


Indonesia’s low wage rates are 
among factors responsible for encour- 
aging all this foreign investment. 
However, there are some other factors 
which are equally important in ex- 
plaining the ease with which Indone- 
sia has attracted massive influxes of 
foreign investment. One key factor is 
the macroeconomic management, 
which has aimed to gradually liberal- 
ize the economy, to loosen protec- 
tionist policies, and to eliminate do- 
mestic subsidies and non-tariff barri- 


| ers. These have been implemented 


through a series of 24 economic de- 


_ regulation packages that have pointed 
_ in one direction: economic liberaliza- 


tion. In addition to these, the Govern- 
ment has determined that further de- 
regulation packages will be introduced 
in 1998, 2000, and 2003. 

Another important factor in at- 
tracting foreign investment is the 
country’s political stability. The flow 
of foreign investment in the near fu- 
ture will, to some extent, be deter- 
mined by the government’s ability to 
maintain a stable political climate. It 
is very likely that 
the Indonesian po- 
litical system will 
become less mono- 
lithic, and a more 
varied range of political forces will 
participate in the political process 
than has been in the past, according to 
a report released by The Economist In- 
telligence Unit (1994). The report also 
mentioned that the gradual opening of 
the political system will not put the 
country’s fundamental political stabil- 


investment of US$ 6.97 billion. fol | ity under serious threat in the foresee- 
| able future. But, sorry, no statistics 


are available about the future of politi- 
cal stability in the archipelago. 
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DKI Jakarta, the hub of business and governmentin 
Indonesia, is facing severe demands on its infrastruc- 
ture. The projected future growth of the region prom- 


ises even greater strain on already overloaded facul- 
ties. The alarming increase in traffic congestion in 
Jakarta is understandable, considering the region's 
burgeoning growth and antiquated road system. The 
daily traffic jams throughout the city have a detrimen- 
tal effect on productivity and quality of life. 
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Jakarta 
Infrastructure - 1994 


the region. 

PT Procon Indah (PI), in associa- 
tion with Jones Lang Wooton, has in- 
troduced their first infrastructure im- 
pact series report: ‘Jakarta’s New In- 
frastructure’. This invaluable refer- 
ence source shows future infrastruc- 


tures that will help solve Jakarta’s 
growth problems. 

Bayu Utomo, head of research at 
Procon Indah, explained that the re- 
port of new infrastructure provides an 
overview of the numerous important 
infrastructure projects which have 
been proposed and/or developed in the 
greater Jakarta area. It reviews the 
steps taken by the government in re- 
solving the present and future needs 
of integrated urban development and 
assesses the effects of infrastructure 
projects on the local and regional traf- 
fic, economy, as well as the property 
market. 


The government’s plan for 
Jakarta is to redirect growth along the 
east and west (the Bekasi and 
Tangerang areas, respectively) corri- 
dor, and closely supervise growth to 
the environmentally sensitive south. 
The growth of the north area of 
Jakarta will be temporarily slowed, 
due to the lack of adequate facilities 
there, but plans call for a vast “water- 
front city” reclamation of the north 
beach area. 

Jakarta’s outer ring road and 
harbor toll road, which are presently 
under construction, will significantly 
alter traffic patterns around the city. 
Direct linkages from these toll roads 
to Botabek’s regional toll roads will 
help divert regional traffic from the 
inner city. This will consequently re- 
lieve traffic congestion in the city cen- 
ter and help the decentralization of 
residential and commercial activities 
toward the fringes of Jakarta. The toll 
roads will support the growth of in- 
dustrial estates in the Tangerang and 
Bekasi regions, as they provide direct 
linkages for industrial transport to 
Tanjung Priok Seaport and Soekarno- 
Hatta International Airport. 


This extensive toll-road, being 
built in stages, will encircle Jakarta to 
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the west, south, and east. It is six 
lanes wide and will be 58 km long 
when completed. It will link up with 
the airport toll road to the northwest, 
and have a north-south path across 
the Jakarta Merak Toll road and 
through Bintaro (where the under- 
construction Jakarta-Serpong Toll 
road will join with it). It will follow an 
east-west course through Pondok 
Indah and Pasar Mingu. It will sweep 
around Pondok Gede and follow a 
north-south path through Bekasi, and 
link up with the under-construction 
Harbor Road (see map). 

The JORR by itself will have 
positive effects on traffic flow 
throughout the region. It will reduce 
pressure on the Intra Urban (Grogol- 
Cawang) Toll road and divert traffic 
from central city roads. It will pro- 
vide an essential system of roads link- 
ing the west south and east, and will 
reduce pressure on local roads in the 
Jakarta fringe. 

It will also provide a valuable 
transportation route for industrial ar- 
eas both east and west of Jakarta. 
With the building of the Harbour 
Road, improved movement of goods 
will be experienced between the 
Tanjung Priok harbor, industrial ar- 
eas, and the Soekarno-Hatta Interna- 
tional airport. 


In terms of the property busi- — 
ness, prices, as should be expected, | 


have gone up significantly in the ar- 
eas near the JORR project. Land val- 
ues has increased by 35-40% per year. 
The improved accessibility in Jakarta 
fringe areas will promote growth. Re- 
gional junctions in particular should 
experience rapid growth and land ap- 
preciation (areas such as Kembangan 
Selatan in the west and Pulo Geband 
in the east). 

Those residential estates located 
in the fringes will become more at- 
tractive to buyers. For example, 
Bintaro Jaya, the large new town lo- 
cated near the southwest border of 
Jakarta, should, with the completed 
JORR and Jakarta-Serpong Toll road 
projects, have much reduced traffic 
congestion - which is sure to increase 
land prices in the development. 


New And Proposed 
Toll Roads In Jakarta 


Although retailers have been re- 
luctant to pioneer in the outer areas, 
the increased accessibility provided 
by the JORR will enhance the attrac- 
tiveness of potential sites there. Four 
retail projects will be created along 
the western part of the JORR in the 
next two years. 

The south section of JORR has 
good investment potential. The 
southern section of JORR will experi- 
ence great traffic volume (100,000 ve- 
hicles daily by the year 2000). It is 
near middle-to-upper income housing 
areas such as Pondok Indah and 
Kemang. With the JORR, access to 
the Blok M commercial district and 
the Jakarta CBD is enhanced. This 
area, therefore, has good prospects as 
a commercial site for those exclusive 
residential areas nearby. The south 
Jakarta area is seeing substantial 
growth. (30% of total secondary of- 
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fices in Jakarta are concentrated 
there). The JORR is expected to en- 
hance that growth. 


~ HARBOR TOLL 
ROAD 


This will be a 11.5 km toll road 
stretching from the Pluit Interchange 
to the Lr. Wiyoto Wiyono Msc. toll 
road. The road runs along the Taman 
Impian Jaya Ancol recreational area 
near the beach area of north Jakarta. 

The traffic snarls in the Kota area 
of north Jakarta should be addressed 
by the Harbor toll road. The traffic 
flow from the waterfront trade, port, 
and industrial areas should be 
alleviated, at least partially, by this 
project. The Harbor toll road will also 
provide a link with the JORR and air- 
port toll road. The relative isolation of 
north Jakarta from the rest of the city 
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FEATURE 


Toll Road Under Construction 
The result will be to decentralize 
activities and reduce congestion 
in the City’s core. 


Urban Mass Transit Network). 


to revitalize this neglected area . 


NJAKARTA- 


SERPONG TOLL 


ROAD 


This toll road will provide linkage 
between the New Town of Bumi 
Serpong Damai (BSD) and the JORR, 
and will pass through the Bintaro 


Jaya new town. 


One often mentioned problem 
with New Town developments is the 
lack of transport infrastructure be- 
tween the development and the cen- 
tral city. The Jakarta-Serpong toll 


and region will be lessened by this 
project (with the help of the Jakarta 


The Harbor toll road is important 
for commercial freight movement. It 
will serve as a main artery for the 
Tanjung Priok Seaport - the country’s 
main harbor. It will link with the 
Soekarno-Hatta Airport toll road. And 
it will link with the JORR for easy 
movement of freight to the industrial 
parks both east and west of Jakarta. 

The north area of Jakarta is suf- 
fering from problems of stagnation 
and infrastructural decay. The Har- 
bor toll road (along with the water- 
front city reclamation plan) will help 
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road will serve to link both the BSD 
and Bintaro Jaya New Towns to 
Jakarta, sharply increasing ease of 
commute for residents of these estates 
and surrounding areas. 


NSUPERBLOCKS 


Superblocks are integrated com- 
mercial and residential areas, usually 
located in high-density areas, such as 
the Jakarta CBD. Developers are ex- 
pected to build all the supporting 
infrastructures for these sites, includ- 
ing roads. 

For example, roads will be con- 
structed in the Sudirman CBD con- 
necting Jalan Sudirman with Jalan 
Gotot Subroto and Jalan Senopati. 
Roads will be built in Grand Kuningan 
Superblock connecting Jalan Rasuna 
Said and Jalan Prof. Dr. Satrio. 

The construction of traffic and 
other infrastructure has appreciated 
land value in these superblocks by up 
to 50% over the market value of other 
land along the Sudirman corridor. 

Craig Williams, senior technical 
advisor to Procon Indah, noted the 
concentrated development on and 
around Jalan Sudirman. During 1990- 
1994; the period when the effect of 
banking & capital market deregula- 
tion was realized in the office sector, 
46% (approximately 450,000 sqm) of 
total new office space in the CBD was 


built along Jalan Sudirman. 
This trend will continue 
throughout 1995-1998, when 
50% of total office space under 
construction will be located 
along that increasingly 
crowded road. It is a neces- 
sity for developers to build 
transport and other infra- 
structures to serve their 
projects in this high-density 
area. 


LONG 
TERM 
PROJECTS 


nm JABOTABEK 
URBAN 
MASS TRANSIT 
NETWORK 


The Jabotabek Urban Mass Tran- 
sit Network (JUMTN) is a plan to pro- 
mote and support growth along the 
east-west corridor of Jakarta, in line 
with the government’s strategic plan 
for the city’s future. 

The network consists of two main 
lines: north-south (blok M - Kota), and 
east-west (Tangerang - Bekasi). These 
will be a combination of light and 
heavy rail lines. 

Heavy and light rail availability 
will be a tremendous boon to citizens 
of Jakarta. These rail lines will re- 
duce automobile and bus traffic, re- 
duce pollution, decrease commuting 
times for traffic jam suffering 
Jakartans, and increase access to out- 
lying regions, all at a price affordable 
for the common man. 

The improved accessibility of land 
along these lines will cause an appre- 
ciation in land prices, and increase op- | 
portunities for retail development, 
particularly. 


ea a ae ee ee ee | 
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FEATURE 


WATERFRONT 
CITY 


A massive plan to reclamate 
3,000 ha of land in the waterfront area 
of north Jakarta has been undertaken 
by a number of private developers and 
the government. This giant develop- 
ment will cover 32 km of waterfront - 
from the Pantai Indah Kapuk area in 
the west to the Tanjung Priok harbor 
in the east. This new land will be 
cheaper to reclamate than to buy ex- 
isting land near Jakarta. The west 
area is planned is designated for resi- 
dential development, the central area 
will be used for mixed use develop- 
ment. ? 

This project, it is hoped, will revi- 
talize the Kota area, which is an area 
that has suffered from various 
infrastructural problems for some 
time and poor environmental quality. 
This plan also claims to improve the 
polluted condition of Jakarta Bay, a 
big problem that the government 
lacks funds to address directly. 


CONCLUSION 


As the financial center of Indone- 
sia, Jakarta must have adequate in- 
frastructure or the country will suffer 
economic consequences. In order for 
Jakarta to grow economically, the 
problems of infrastructure must be 
addressed immediately. The current 
infrastructure problems of the city 
will only increase without immediate 
drastic action on the part of private 
and government entities. 
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Through the use of toll roads, and 
rail systems, the government is taking | 
decisive action to come to grips with 
the on-going problems associated with 
Jakarta’s growth. The various toll 
road projects currently being built 
throughout the region will serve to re- 


_ Jakarta 
Waterfront City 
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Map 4.0 JAKARTA WATERFRONT CITY 
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Jakarta Central 
Business District 


lieve pressure on the urban core and 
allow growth along the planned east- 
west corridor. These toll roads are de- 
signed to allow greater efficiency in 
goods transport and reduce the fa- 
mous Jakarta traffic jams. Opportu- 
nities for property development near 
nodes of these toll roads is obvious. 

The east-west rail system will 
also assist the government’s plan to 
encourage growth in these areas. The 
north-south subway and rail system 
will connect the heart of the city to the 
srowing commercial areas to the 
south. 

Superblocks will allow the build- 
ing of infrastructure and more effi- 
cient use of large areas of prime CBD 
land. The waterfront city project will 
revitalize the north Jakarta area and 
help clean Jakarta Bay. 
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Every country hasa ° 
different philosophy on 
land use rights. InIndo- 
nesia, each individual or 
legal entity has the au- 
thority to apply to use 
the land to fulfill its own 
needs, whether it be for 
personal interest or 
business. 


n Indonesia, the basic law 
which regulate the rights of 
utilizing lands is the princi 
pal ordinance on Agrarian 
Affairs (Undang-undang 
Pokok Agraria/UUPA). 
This ordinance contains the 
| primary rights of land, 
which are: Proprietary Rights, the 
Right to Engage in an Enterprise, the 
Right to Employ a Building, the Right 
to Use, and the Right to Manage, The 
regulation of authority, duties and 
prohibitions has been based on com- 
monly used legislation. The owner of 
the land use right has direct authority 
over the land involved. 

There are also other rights that 
can be given by the land owner to 
someone else; known as the secondary 
rights of land. They are: the Right to 
Rent, the Right to Pawn, the Conces- 
sion of Sharing Crops, the Right to 
Join In, the Right to Employ a Build- 
ing, and the Right to Use. 

Secondary rights of land is based 
on agreement between the land owner 
and the rights’ owner involved. The 
content of the agreements mentioned 
above describes the authority, duties 
and prohibitions which have been 
agreed to, which have to be obeyed by 


Only Indonesian citizens 
may hold Propriety Rights 
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each party concerned. Thus, these 
agreements do not prevail commonly, 
but differ according to each particular 
case. 


The primary rights of land 
will be explained in detail 
below 


This is the most powerful right 
which can be bequeathed. It can be 
owned by an individual with Indone- 
sian citizenship, or a legal firm ap- 
pointed as the propriety rights’ owner, 
with an unlimited time of authoriza- 


INDONESIA PROPERTY REPORT 38rd QUARTER 1995 


L A WW 


tion. The utilization of the land can be 
for personal interests and business, 
such as housing and limited area agri- 
culture. 


~ THE RIGHT TO EN 
GAGE IN AN ENTER 
PRISE 


This is a right to utilize state’s 
lands, given to Indonesian citizens, or 
to Indonesian legal firms such as cor- 
porations or companies. The utiliza- 
tion of these lands is only for planta- 
tions, extensive agriculture, or min- 
ing; and is limited to 35 years — but 
can be extended for 25 years more. 
This concession can be renewed after- 
wards. 


~ THE RIGHT TO 


This is the authority to construct 
a building and to own a building on 
someone else’s land. It is given to Indo- 
nesian citizens or to an Indonesian le- 
gal entity such as a corporation or 
state enterprise. Business activities 
include housing, industry, and con- 
struction of an industrial area. The 
authorization time is 30 years, extend- 
able for 20 years more. It is also can be 
renewed when needed. 


This is the right permitting 
someone to use another entity’s’ land 
with certain conditions, given to: 
those who live in Indonesia (either In- 
donesian citizens or citizens of a for- 
eign country), and Indonesian firms or 
foreign firms which have represen- 
tation in Indonesia. The authorization 
time is usually 10 years. Foreigners 
who wish to have an apartment unit in 
Indonesia can do so under this land 
use right. Note that individual foreign 
citizens have no Right to Use for 
houses. 


© THE RIGHT 
TO MANAGE 


This is the right to provide lands 
to another party, usually conducted by 
state enterprises, provincal govern- 
ments, government agencies and non- 
ministry government institutes, and is 
aimed to organize the allocation and 
utilization of certain lands. This right 
is commonly used for resettlements, 
housing construction,industrial es- 
tates, harbors, etc., with an unlimited 
utilization time. 

Based on the explanations above, 
according to Soni Harsono, State min- 
ister of Agrarian Affairs/Head of the 
National Land Reform Board (Badan 
Pertanahan Nasional/BPN), “It is ob- 
vious that for citizens of foreign coun- 
tries that it is impossible to own land. 
The only possible thing they can be 
given is the Right to Use. This privi- 
lege is only for citizens of foreign coun- 
tries who live in Indonesia”. 

There is some important news 
here for foreign investors who wish to 
build and invest in Indonesia; espe- 
cially in terms of foreign capital in- 
vestment (penanaman modal asing/ 
PMA). They enjoy the same rights as 
Indonesian investors/companies. They 
can have a 30 year Right to Employ a 
Building, extendible for 20 more years. 
And they can also have a 35 year Right 
to Engage in an Enterprise, extendible 
for 25 years, and renewable. The gov- 
ernment even provides a guarantee to 
extend the right as long as investors 
use the land appropriately. 

Related to matters mentioned 
above, Sunario Basuki, a lecturer on 
Agrarian Affairs at the Faculty of Law, 
University of Indonesia, spoke about 
apartment ownership. He said that “It 
is legal for citizens of foreign countries 
who live in Indonesia or for foreign le- 
gal entities which has representatives 
in Indonesia, to have the Proprietary 
Right to own apartment units as com- 
munal housing, as long as the building 
itself is built on a ‘Right to Use’ land 
status. But the obstacle here is that 
building an apartment on a ‘Rights to 
Use’ permit is economically less bene- 
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ficial for the developer. The reasons 
are as follows: First, the utilization 
time is short, only 10 years long. Sec- 
ondly, property under the ‘Right to 
Use’ cannot be used as collateral for 
bank loans.” 

Those two obstacles limiting the 
Right to Use have been discussed by 
government. Soni Harsono, the Minis- 
ter of Agrarian Affairs/head of BPN, 
has discussed taking steps to prolong 
the utilization time, considering that 
the completion of the construction of 
communal housing is expensive. The 
Right to Use could be extended to 25 or 
30 years. Allowing land held under a 
Right to Use to be used as collateral is 
also being discussed. 

As was said by Akbar Tandjung, 
the Minister of Public Housing, the 
government has an ongoing discussion 
about making Rights to Use land le- 
gally usable for mortgage guarantees. 
This right will be included in the ordi- 
nance plan on the Rights to Guarantee 
(rancangan undang-undang/RUU hak 
tanggungan). Up till now, according to 
the principal ordinance on Agrarian 
Affairs, there are only three rights 
which can be used for mortgage guar- 
antees: Propriety Right, Right to Em- 
ploy a Building and Right to Engage in 
an Enterprise. 

If the ordinance is passed extend- 
ing the time of the Right to Use and 
giving land held under this right the 
ability to be used as collateral, there 
will be no difference between the Right 
to Use and the Right to Employ a 
Building. Sunario Basuki predicted 
that, if this happens, apartment devel- 
opers will choose the Right to Use land 
status, for it will provide a broader 
marketing opportunity. 

The public has been waiting for 
the realization of the ordinance plan 
on the Right to Guarantee. According 
to Soni Harsono, this ordinance is al- 
ready in process at the State Secreta- 
riate. Many hope that the RUU will be 
processed and discussed in Indonesian 
legislative assembly (DPR) soon, so it 
can quickly be made into a legal Ordi- 
nance. 
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FOREIGN OWNERSHIP RIGHTS: 


Comments from The Minister 


Be) le ) 2 eos <o 
of Public Housing 


ecently, property 
players have been 
alarmed by a slug 
gish housing mar 
ket and perceived 
oversupply. Prop 
erty players are 
searching for ways 
to increase demand for both their fin- 
ished and still-under-construction 
products. An idea which has been 
thrown around for some time is to al- 
low foreigners greater land use rights. 
As of now, foreigners living in In- 


donesia can acquire personal land use 
rights for apartments under the Right 
To Use (Hak Pakai), which is good for 
only 10 years. Previously, discussion 
about whether to increase this 10 year 
time limit could be extended has oc- 
curred at high levels in the govern- 


ment for some time, but no change in | 


current law seems imminent. The law 
allows for ownership of Indonesian 


" * 
Lsmmemeigen ats tay TEE EES 


property by foreign investors through 
corporations, rather than individuals, 
however. 

Also, rumors speak of some 
sneaky individuals who use schemes 
such as allowing an Indonesian, such 
as a relative or family friend, to hold 
the right to the house or apartment 
they reside at. Still others take out ex- 
tremely long term leases, which, in 
some ways, can be similar to owner- 
ship. These under-the-table tech- 
niques sometimes cheat the govern- 
ment out of tax revenues. 


Speaking at a recent seminar | 
held by Tistra Communication at the 


Grand Hyatt to discuss foreign owner- 
ship rights in Indonesia, Minister of 


_ Public Housing Akbar Tandjung did 


not agree with the idea of opening up 
the market to foreign entities, and 
chided developers for not focusing on 
low-income housing. 

Minister Tandjung said that the 
government’s main concern is to pro- 
vide low-income housing for Indone- 


| sian citizens.He cited statistics stat- 


ing that investors are not supplying 


the demand for 500,000 units of | 


low-to-middle income housing to 
be built during the current 
(Pelita VI) planning period. Na- 
tionwide, Indonesian needs to 
build one million housing units 
each year to keep up with popula- 
tion and accumulated housing 
shortages. 


“Based on my own observa- 
hy tions, the demand for low-income 
4 Sme, housing is still far in excess of 


what the developers can supply. 
If there are marketing problems, 
it is largely occurring in the mar- 
ket for luxury property,”he said. 


Citra Regency Development 


__ Foreigners can have the right-to-use 
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(Hak Pakai), good for ten years. 


‘he Government Holds the Line 


Currently, nearly all of the apart- 
ments completed and planned are up- 
per-middle to high-income apart- 
ments. Expatriates are main users of 
such apartments. Speculation is also 
common in this sector, making the de- 
termination of the actual number of 
end-users difficult to determine. 

In addition to the discussion as to 
whether foreigners could have greater 
usance rights in apartments, Akbar 
also mentioned that there was also de- 
bate going on in government as to 
whether to allow foreigners the right 
to own homes and other types of non- 
apartment property in Indonesia. “I 
think the question of foreigners own- 
ing Indonesian property other than 
apartments should be thoroughly dis- 
cussed and studied, taking into ac- 
count the cost and benefit to the nation | 
and the state,” he said. 

With the steady growth rate of 
the national economy, the property 
business in Indonesia will continues to 
grow, in spite of slow periods. The 
huge demand for low-income housing 
is unmet. The lucrative market for 
mid-to-upper income housing is expe- 
riencing a large increase in supply this 
year, and supply will continue to pour 
into the market next year. This may 
be the cause of complaints by property 
players. 

Their complaints may be some- 
what unwarranted, however. Builders 
of apartment and condo units worry 
that take-up will not equal supply, 
but, according to PT Procon Indah, a 
respected property consultancy, the 
increase of supply of condos in the 
CBD attracted both investors and end- 
users. CBD rental apartments also 
experienced good demand. Overall, 
however, rental apartments, with a 
major increase of supply, experienced 
a drop in occupancy rate of 4% to 76%. 
The series of deregulation pack- 
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ages (for example Pak 20) have al- 
lowed foreign entities greater abilities 
to enter Indonesian business, includ- 
ing greater foreign ownership and 
joint venture rights. Minister 
Tandjung mentioned that current In- 
donesian regulations from the State 
Investment Coordinating Agency 
encourage foreign investors to develop 
real estate projects. 

According to regulations, foreign 
investors can take part in the develop- 
ment of non-apartment housing for the 
low, medium, and upper segments of 
the market. Minister Tandjung said, 
“The construction of apartments 
should also be open to foreign inves- 
tors, because it is now time to 
introduce the concept of living 
in high rise buildings to im- 
prove efficiency in land use, 
and in property investment, as 
well as in public facility maintenance.” 

Since the profit margin is not so 
high for low income housing, property 
players have been reluctant to enter 
this sector. The government, accord- 
ing to Minister Tandjung, can encour- 
age foreign companies to invest in low 
income housing “Perhaps foreigners 
can invest in the manufacture of pre- 
fabricated housing for low-income 
people. But the people are not used to 
living in pre-fabricated housing, so 
they would need time to get used to liv- 
ing in such housing.” 

The 


future of housing in 


Apartment living looms large 
in urban Indonesians’ future. 


Indonesia’s cities, including low-in- 
come housing, seems to point to verti- 
cal settlements.”I think that in the fu- 
ture people will live in apartments. 
Because the price of the land is becom- 
ing high. I already spoke to the local 
government and told them they have 
to anticipate for the building of apart- 
ments in the future, because land is 
limited.” 

Minister Tandjung said, “The 
problem now is that the price of apart- 
ment buildings is still high per unit, if 
you compare it to the income of the 
people. The government will have to 
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subsidize these apartments, or the 
people cannot afford them. Rental 
apartments should be built in the cit- 
ies for low-income people, because land 
prices are high. 

In an increasingly competitive 
property market in SouthEast Asia, 
potential investors are looking at all 
options before moving. Even though 
property product prices are competi- 
tive in Indonesia, uncertainty about 
the law has discouraged some foreign 
investors. Foreign investors have can- 
celed plans to invest, due to uncer- 
tainties. 

As far as the legal questions go, 
the uncertainty and restrictions in the 
market have, at times, deterred pos- 
sible foreign end-users. Both residency 
and the length of time a permit is valid 
are sometimes unclear. Still, the gov- 
ernment is making efforts to clarify 
these matters, in an overall atmo- 
sphere of increasing openness to for- 
eign investors. 

“Foreigners are welcome to invest 
in Indonesia. However, they have to 
obey the rules and regulations, like 
the 1:2:3 concept. To me, there are no 
problems. Foreign investors can come 
to Indonesia to invest in housing or 
property. 


Construction of apartments 
should be opened to foreign 


entities, according to Minister 
Akbar Tandjung. 
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CENTRAL PROVIDENT FUNDS: 


Wy ome HK q 


Inimplementing housing 

development programs. 
in Indonesia, one of the 

main problems faced by 

the governmentis the 

availability of funds for 

such programs. 


n order to make it possible 
for more people in Indonesia 
to be able to own a home, the 
government is looking at the 
possibility of using a Central 
Provident Fund program in 
Indonesia, like that current- 
ly used in Singapore. With 
this program employees and employ- 
ers contribute to the fund, with the su- 
pervision and assistance of the govern- 
ment. 

In an interview with the Minister 
of Public Housing, Ir. Akbar Tandjung, 
the possibility of instituting such a 
program here was discussed. The 
Ministry released the following report 
to IPR, describing some aspects of a 
Central Providence Fund progam be- 


ing considered by the government for | 


implementation in Indonesia. 


BMINISTER’S 
REPORT 


The Government policy for hous- 
ing development is based on societal 
participation. By this we mean the de- 
velopment of housing is the responsi- 
bility of society itself. The role of the 
Government is to guide, regulate, and 
create an environment conducive to 
encouraging society to participate ac- 
tively in housing development, with 
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the availability of funds necessary for 
development coming from society it- 


self. 


There is no general regulation, 
yet, concerning the responsibilities of 
society toward the development of low- 
income housing. There is no housing 
finance system. The housing finance 
system in Indonesia can be character- 
ized as underdeveloped and isolated 
from the broader financial markets. 


By undeveloped, we mean that mort- 
gage loan volume is well below demon- 
strated demand. Isolation occurs be- 
cause the two largest institutions in- 
volved in housing finance; PT Bank 
Tabungan Negara and PT Papan 
Sejahtera, are classic examples of 
“Special Circuit” entities. These two 


r Every Citizen 


banks obtain government funds at be- | 


low market prices and on-lend them to 
moderate and lower income home pur- 
chasers at interest rates that are well 
below the market rate. The reliance of 
the housing finance system on scarce 
government funds will be reduced as 
time goes on. 

In Indonesia housing finance for 
employees has not been subject to gen- 
eral regulation. In the pattern that ex- 


The government wants to put 
adequate housing within reach 
of every Indonesian citizen. 


ists, each institution has its own sys- 
tem; like Tabungan Wajib Perumahan 
Angkatan Darat (for the army since 
1987), Tabungan Perumahan PNS (for 
civil servants, since January, 1993). 
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There are also several companies that 
contribute some of their funds for their 
employees for housing finance, e.g. PT 
Jarum Kuduks, Rumah _ Sakit 
Borromeus, PT Viva Cosmetic, Pabrik 
Tekstil Cap Gajah. 

The support of companies in al- 
lowing employees to buy a house is 
done through cooperatives, where the 
cooperative will build houses for the 
members at prices lower than if built 
by private developers. 

In Indonesia not many institu- 
tions/companies have taken on the re- 
sponsibility to assist employees’ social 
welfare in housing, because until now 
the problem of housing availability 
has been considered the responsibility 
of each employee as an individual. 
With the establishing of Tabungan 
Perumahan Karyawan Perusahaan 
(TPKP), hopefully the problem of 
housing in the near future will not 
only be the problem of the employee 
himself, but also will be the responsi- 
bility of the company where the em- 
ployee works. In this case every em- 
ployee will contribute a certain portion 
of his/her wages, and every employer 
will contribute a certain portion of 
earnings to accumulate housing funds, 
which will be used by the employee for 
advance payments for mortgage loans. 

At the present time housing as- 
sistance exists only in individual com- 
panies. Each company wants to man- 
age the funds according to his finan- 
cial ability, with the consideration 
that the accumulated funds, besides 
being used to assist the employee’s 
housing finances, also will be used as 
working capital. 

Considering the above conditions, 
its rather difficult to implement the 
CPF as in Singapore, because existing 
companies each want to execute the 
program of housing finance for em- 
ployees by themselves. 

The success of the CPF scheme in 
Singapore, especially in its housing 
development program, is based on 
support of the law (The Central Provi- 
dence Act, July 1955). which relates 
the function and objective clearly. It 
establishes the executing institution, 
various facilities in the collection and 


enforcement scheme, tax incentives/ 
deductibles by the government, and 
clarifies the housing scheme. We can 
say that the success of the CPF pro- 
gram for employees’ social welfare oc- 
curs because of the support by every 
player: employees, employers, the 
CPF Board and the government. In 
addition, the Act has been executed 
fairly. 

Looking at the success of the CPF 
housing scheme in Singapore and the 
various conditions that supported that 
success, there are several facts that 
were considered in establishing the 
TPKP program : 


a) Indonesia still doesn’t have 
a national finance housing scheme 
for employees. Certain institu- 
tions have allocated some funds for 
employees’ social welfare, like 
TASPEN and several other compa- 
nies, but the accumulated funds 
have not been used for the housing 
development program. 


b) Except for TAPERUM- 
PNS, there are no institutions that 
handle a housing finance scheme. 
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Simple Housing Complex: 
Through CPF funding, these 
units could be affordable for 

most Indonesians. 


c.) From the viewpoint of 
number of employees and level of 
income, potentially there is a possi- 
bility of establishing the finance 
housing scheme for employees in 
Indonesia. 


d) The government desires 
that every employee (both private 
and public) be able to own a home. 


e) There is a limitation of gov- 
ernment funds for housing devel- 
opment, and societal funds as 
sources for housing finance until 
now have not been used optimally. 


Based on the above consider- 
ations, a study on the possibility of es- 
tablishing TPKP has been made by the 
Office of the State Minister for Hous- 
ing in order to gather information, as 
well as to receive input from the vari- 
ous parties concerned, so that condi- 
tions on policy and regulation for 
implementing the TPKP can be set up. 
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FINANCE 


CENTRAL PROVIDENT FUNDS | 


Promoting Home Ownership 
in Singapore 


he Central Provi- 
dent Fund (CPF) 
program in Singa- 
pore has been operat 
ing for 38 years. The 
program has changed 


several times to the 
current, effective program. The 
Housing Development Board 
(HDB)is a developer as wellasa 
lender, withthe role of providing 
homes and housing loans ata 
low interest rate. The 1993 lend- 
ing rate was 2.6% for low income 
people (with income less than 
S$7,000). The dual role of the 
HDB has become key in facil- 
itating home ownership for 
Singaporeans. 

With CPF funds, employ- 
ees can buy landed houses or 
apartments from private devel- 
opers (for people with an income 
of more than S$7,000). The in- 
terest rate for these homes (as of 
1993) varied between 5-6%. 


Requirements for using 
CPF funds are: 


- CPF funds may not be used to 
renovate houses. 

- Ifa buyer who has bought a house with 
CPF funds resells, he is required to re- 
fund CPF funds with interest. 


The government of Singapore fully 
supports its CPF program. HDB re- 
ceives government subsidy on its opera- 
tional deficit every year, along with inter- 
est subsidy, in order to provide credit 
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with a lower interest rate. Fully 78% of 
Singapore residents live in apartments 
that have been built by HDB. 
Administrative support will help 
facilitate the above processes. A com- 
puter network with terminals in all 
branch offices allow operations to be 


Ignesjz Kemalawarta, author. 


done effectively and accurately. 

In Indonesia the collection of em- 
ployee funds has been done in the form of 
civil service employee savings. A part of 
their salary each month is placedina 
savings account. 

Private employees suited for a CPF 
program existin substantial numbers. It 
is believed that private companies havea 


moral obligation to help their employees 
to own a house. The effective use of this 
type of program will cause employee mo- 
rale and productivity to be positively af- 
fected. But the program has to be de- 
signed based on the special conditions in 
Indonesia. 

With the program, a 
source of housing funds will be 
available, hopefully not dis- 
rupted by fluctuations in mon- 
etary conditions such as hap- 
pened in 1990 - 1991. In that 
time, the housing business was 
hurt because of high lending 
rates and a tight money policy. 

If an Indonesian CPF is 
developed, a strong source of 
housing funds for employees 
will be formed, so that housing 
demand will be less dependent 
on changes in the interest rate 
for housing loans. 
Toimplement the Indo- 
nesian CPF, the require- 
ments are: 


- Research private employee 
salary nationally. 

- Implement a regulation pack- 
age concerning savings. 

- Financial incentives in the 
form of taxation to stimulate savings. 

- Disbursement regulations and alloca- 
tion to help housing owners according to 
priority and the availability of collected 
funds 

- Coordination with the housing loan in- 
stitutions lake BTN and private Banks, 
professional associations, developers 
and cooperatives. 
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